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2016-012-00078 
MEMORANDUM FOR THE COMMISSIONER 


„ SCENARIO NOTE FOR THE COMMISSIONER: GOVERNANCE COMMITTEE 
"Tiret ON THE DEFENCE PROCUREMENT STRATEGY, FEBRUARY 5, 2016 


A scenario note (Tab A) and an agenda (Tab B) for the meeting of the — Minister 
Governance Committee (DMGO) for the Defence Procurement Strate 


Meeting materials are also attached (Tabs 1 to 7). 


The meeting will be held on Friday, February 5, 2016 from 2:00 pm to 4:30 pm, at Place du 


SUMMARY 
Portage, Phase 3, Tower A, 17A1 (Michael G. Nurse boardroom). 


Attachments 

Tab A — Scenario Note 

Tab B — Agenda 

Tabs 1 — 7 — meeting materials 
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de 


s.69(1)(g) re: (a) TAB A - SCENARIO NOTE 
Governance Committee on the Defence Procurement Strategy, February 5, 2016 
Overview 
The Deputy Minister Governance Committee (DMGC) for the Defence Procurement Strategy 
(DPS) and the National Shipbuilding Procurement Strategy (NSPS) will meet on Friday, 
February 5, 2016. The agenda is as follows: 
e Opening Remarks and Approval of the Summary of Discussion 


— Thelast special DMGC meeting was held on January 21, 2016 
— Summary of Discussion is attached (Tab 1) 


° DMGC Tracking Chart Highlights (Tab 6) 
e Roundtable and Closing Remarks 


Information and key messages are provided below for items related to the Canadian Coast Guard 
procurements. 
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are withheld pursuant to section 


sont retenues en vertu de l'article 


69(1)(g) re: (a) 


of the Access to Information Act 


de la Loi sur l’acces a l'information 


s.15(1)(1.A.) 
s.21(1)(a) 
s.21(1)(b) 
s.69(1)(g) re: (a) 


Issue: DMGC Tracking Chart and Forward Planning Agenda 


May 2016. 


Objective 
e Advise that this item is scheduled to be presented to DMGC in May 2016. 


Key Messages 
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DEPUTY MINISTER GOVERNANCE COMMITTEE 
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Defence Procurement Strategy (DPS) 
Special Deputy Minister Governance Committee (DMGC) 
Summary of Discussion (SOD), Meeting of November 27, 2015 


. Opening Remarks 


The Chair welcomed members and provided a summary of their recent 
discussion with Hitachi Consulting regarding the status of the review of 
NSPS governance. 


. Initial Requirements Reconciliation 


DND opened the discussion by noting that this would be the first of several 
engagements with the committee on the Canadian Surface Combatant 
(CSC), and highlighted the need to have detailed discussions on several 
key topics before approaching Ministers on upcoming decisions. 
Members were updated on the status of the project, with discussion 
focused on the recent completion of the Initial Requirements Reconciliation 
(IRR) exercise. The objectives of the exercise and the roles of third-party 
experts in the process were highlighted. It was noted that the completion of 
this work was a significant milestone in the multi-year definition phase of 
the project. 
It was also noted that while findings from the exercise have informed 
changes to the requirements, many decisions were still needed on 
specifications. Members were also cautioned of the need to build flexibility 
into the core design at the beginning as it would not be possible to add it 
later. 
Members inquired about how the IRR considered developmental 
technology. It was noted that the exercise limited potential capabilities to 
those that already exist, or would exist, to ensure that any developmental 
capabilities were limited in their overall effect on cost and ship 
performance. The fact that systems will change over time, including 
throughout the construction of the vessels, was noted. 
The committee also discussed when the number of ships that could be 
acquired would be known, and when updated cost estimates would be 
available. Members were informed that costing work was underway, and 
discussed how Ministers would be provided with the updated information. 
The risk associated with presenting Ministers with incomplete or interim 
information was also stressed. 
Members also noted the pause in the procurement to allow for additional 
analysis of how the IRR results could potentially be reflected in the 
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procurement strategy. The Chair asked DND to share the key messages 
related to the pause with members. 

- Following the discussion, a series of follow-up briefings were proposed and 
agreed-to by members. 


Action Items: 
> DPS Secretariat to schedule briefings for DMGC on: 

> Overview of defence policy and Royal Canadian Navy missions (i.e., 
unpacking of slides 10/11) 

> Cost and risk opportunities identified through initial requirements 
reconciliation process (i.e., unpacking of slides 14/15) 

> Presentation by the Chair of the Independent Review Panel for 
Defence Acquisition 

> Results of procurement options analysis 

> Briefing for Ministers on options 


> DND also agreed to arrange a workshop on costing related to CSC with AT 
Kearney, DND's Chief Financial Officer, and Central Agencies 


> DND to share key messages related to the pause in the CSC procurement 
with members. 


3. Roundtable and Closing Remarks 


- The Chair noted for members that additional security measures would be 
implemented for committee operations, including further limitation of 
document distribution and meeting attendance. The Executive Director 
(DPS Secretariat) was directed to bring forward an overview of these 
measures to the committee for review. 

- The Chair also noted the request for a "Procurement 101” briefing for 
Ministers, and designated ADM (Acquisitions) ás the lead for development 
of material, in collaboration with DND and ISED. 


Action Items | 
> Executive Director (DPS Secretariat) to develop security protocol relating to 
DPS committee operations and bring forward to the committee. 


> ADM (Acquisitions), PSPC to lead drafting of “Procurement 101” deck, in 
collaboration with DND and ISED. 
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Attendance — November 27, 2015 


 innovatio 5 
Mr. '. John Knub 
| UM nS 


i Ms. E Thomas for Mr. Matthew King 
| Commissi ioner, Canadian Coast Guard 


| Mr. Cameron N lacKay for Ms. Christine Hogan 
| Director General, Trade Sectors 


Mr. lan Burney for Mr. Les Linklater 
Assistant Secretary to the Cabinet, Privy Council Office 
Mr. Alexis Conrad for Mr. lain Stewart. | 
Executive Director, Treasury Board Secretariat 
Ms. Ailish Campbell for Mr. Paul Rochon 

| General D irector, Finance Canada ` | E | 


X ÁÓ— — . b — ——— —— . —— 


National Defence: 
Mr. Pat Finn, Assistant Deputy Minister (Materie ` — 

VAdm Mark Norman, Commander, Royal Canadian Navy 

Cmdre Arthur McDonald, Director General, Naval Force Development 
Capt(N) Brian Costello, Director, Naval Major Crown Projects 


Mr. lan Mack, Director General, Major Project Delivery (Sea) 


Fisheries and Oceans Canada 
Mr. Jeffery Hutchinson, Deputy Commissioner, Strategy and Shipbuilding 


Privy Council Office 
Mr. Nicolas Erdody, Analyst, Economic and Regional Development Policy 


Innovation Science nd Economic Development 
Ms. Kelly Gillis, Associate Deputy Minister 
Mr. deff Waring, Senior Director, Industrial and Technological Benefits 


Globa! Affairs Canada | 
Mr. Nathan Lysons, Trade Commissioner, Defence and Security 
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Public Service and Procurement Canada: 

Mr. Gavin Liddy, Associate Deputy Minister 

Mr. Scott Leslie, Director General, Marine Sector 

Ms. Jessica Wright, Strategic Advisor, Deputy Minister's Office 

Mr. Charles McColgan, Executive Director, Defence Procurement Strategy Secretariat 
Mr. John Gorrie, Director, Defence Procurement Strategy Secretariat 

Ms. Michelle Cousineau, A/Director, Defence Procurement Strategy Secretariat 

Mr. Andrew Laing, Policy Analyst, Defence Procurement Strategy Secretariat (note taker) 
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Defence Procurement Strategy (DPS) | 
Special Deputy Minister Governance Committee (DMGC) 
Summary of Discussion (SOD), Meeting of January 21, 2016 


1. Opening Remarks 


The Chair welcomed members and other guests, including the Chair ofthe 
Independent Review Panel for Defence Acquisition. Approval of the 
Summary of Discussion from the meeting of January 14, 2016 was 
postponed to the end ofthe agenda pending the arrival of remaining 
members. 


2. CSC Requirements — Unpacking Slides 14 & 15 


The Royal Canadian Navy (RCN) began the briefing by reiterating 
objectives of the Initial Requirements Reconciliation (IRR) process and the 
outcomes from prior DMGC briefings on November 27 and December 17, 
2015. It was emphasized that while the completion of the IRR exercise was 
a significant milestone, work on refining requirements would continue 
throughout the remainder of the project's definition phase. It was also noted 
that while cost-capability trade-offs were being made as a result of the IRR 
exercise, these trade-offs would not be sufficient to eliminate concerns 
related to the existing budget. 
A handout that provided additional detail on the thirteen cost/risk 
opportunity drivers identified through the IRR exercise and resulting 
recommendations was distributed. | 
Using this handout, the RCN presented each driver and outlined the 
corresponding key considerations and rationale for the decision to either 
accept the recommendation, maintain the initial requirement, or undertake 
further study. 
Two drivers (“cooperative engagement capability” and ship speed) were 
highlighted during the presentation as requiring additional analysis before a 
decision can be made on these requirements. As well, the decision related 
to “variants” may deviate from existing government direction and may need 
to be reconciled at an appropriate time. 
The Committee inquired whether there were differences in the materiality of 
potential savings associated with the thirteen drivers. The RCN confirmed 
there were differences. It was explained that any description of this 
materiality would be in rough-order-of-magnitude terms due to the 
complexity associated with separating costs out at the individual 
capability/system level, as well as the current level of cost estimate fidelity. 
Page 1 of 5 


000014 


PROTECTED B 
DRAFT 
Members recommended that future briefings to DMGC or Ministers should 
include this additional level of detail on the cost-capability trade-offs 
associated with each driver to help decision-makers understand the context 
and implications of each decision. 

- A member inquired whether there were other potential areas of cost 
savings that were not presented because the corresponding operational 
risks were considered too high. The RCN confirmed that there were no 

. additional major cost/risk opportunity drivers. It was noted that additional 
cost savings may be found as the final Statement of Requirements (SOR) 
is translated into detailed specifications through discussions with the 
shipyard. 

- A member inquired whether the revised SOR represented an achievable 
configuration of capabilities. The RCN confirmed that the IRR exercise was 
based on achievable capabilities. 

- The RCN concluded by noting that as a result of the IRR exercise, they 
now had sufficient confidence in the revised SOR to be used as the basis 
for programmatic decisions. 


Action Items: 
> NIL 


3. CSC Summary of Findings by the Independent Review Panel for Defence 
Acquisition (IRPDA) 


Note: Due to the nature of the Panel’s recommendations (i.e., advice to a 
Minister) and the security classification of the document supporting this item, 
this Summary does not include all details raised during the discussion. 


A handout that provided a summary of the Panel's key conclusions was 
distributed. The Chair ofthe IRPDA provided an overview of the process 
through which it reviewed the IRR exercise as well as observations related 
to the Panel's findings, which reflected the conclusions of all Panel 
members. 

- Members discussed the costing information developed in support of the 
IRR exercise. lt was emphasized that the information was developed with a 
level of rigour appropriate to the context in which it was prepared, but that 
the interpretation of the information must be done with a high degree of 
caution. This is due to the fact that the costing was done based on 
theoretical combinations of capabilities. It had also not yet been validated 
by DND's Chief Financial Officer. 
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- lt was noted that the work underway to update costing information and 
analyze fleet mix options will produce important information for Ministers. 

A member inquired when the Panel would be re-engaged on CSC. The 
Chair of the IRPDA noted the Panel's openness to be engaged throughout 
the process and DND highlighted that the Panel would be engaged in the 

.. next phase of requirements reconciliation. 

- A member inquired about the role of DMGC as it relates to the revision of 
the SOR. It was emphasized that requirements are the responsibility of the 
Minister of National Defence. The Chair of DMGC highlighted that DMGC 
would continue to be briefed on the evolution of the requirements as part of 
its role in reviewing items being put forward for Ministers. It was also noted 
that DMGC would be engaged on the next major item for the CSC project 
in the Fall. 

- The Chair concluded this item by providing a summary of the key 
conclusions of the RCN and IRPDA presentations: 

o The IRR exercise has identified some cost-capability trade-offs, but 
not enough to reconcile concerns with the ability of the project to 
deliver the required capability within the existing budget; 

o There are real-world examples of vessels that could, with 
modification, meet the revised High Level Mandatory Requirements; 

o There was a need to provide a sense of the materiality of the savings 
resulting from the IRR exercise; 

o The IRPDA was satisfied with the IRR exercise; and, 

o Work remains on revising cost estimates and analyzing the 
appropriate fleet size. 


Action Items: 
> NIL 


:4. Roundtable and Closing Remarks 


- The Chair asked members for comments on the summary of discussion 
(SOD) from the meeting of January 14, 2016, highlighting in particular the 
level of detail. 

- Amember asked how the CCG had undertaking requirements 
reconciliation work, and what information would be brought forward to 
DMGC. The CCG noted that they will explain what work has been done on 
their advanced projects (OOSV & Polar), and that they are exploring 

. options for their longer-term projects (OPV & MEMTV). 


Decision | | 
> The SOD from January 14, 2016 DMGC meeting was approved. 
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Attendance — January 21, 2016 


| Mr. Gavin Liddy (Chair) for Mr. George Da Pont 
| Assoc ate Deputy Minister 


Mr. lan Burney for Mr. Les Linklater 
| Assistant Secretary to the Cabi net, Privy Council Office 
| Mr. lain Stewart 
PS ate io Secretary, Treasury Board Secretariat. 


—j— — — PAP HR e S NI EAR BA AARAA I ARP BA S SN PISIS E NR RARI A S NR ———.——— 


arta weg ani ei Mr. Gi Rochon | 


Matri Ri NN RANA CPE CPP IICA ANA EEE EEE 


independent Review Panel for Defence 
Mr, Larry Murray, Chair | | 
. Ms. Mollle Royds, Executive Director (Independent Review Panel for Defence Acquisition Office) 


Acquisition 


National Defence: 

Mr. Pat Finn, Assistant Deputy Minister (Materiel 

Mr. lan Mack, Director General, Major Project Delivery (Sea) 

VAdm Mark Norman, Commander, Royal Canadian Navy 

Cradre Michael Wood, Project Manager (Canadian Surface Combatant) 
Capt(N) Brian Costello, Director (Naval Major Crown Projects) 


Fisheries and Oceans Canada 
Mr. Jeffery Hutchinson, Deputy Commissioner (Strategy and Shipbuilding) 


Treasury Board Secretariat 
Ms. Nancy Chahwan, Assistant Secretary (Government Operations Sector) 


innovation, Science and Economic Development 
Mr. Phil Jennings, Assistant Deputy Minister (Industry Sector) 
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Public Service and Procurement Canada: 

Ms. Jessica Wright, Strategic Advisor (Deputy Minister's Office) 

Ms. Lisa Campbell, Assistant Deputy Minister (Defence Procurement) 

Mr. Scott Leslie, Director General (Marine Sector) 

Mr. Craig Webster, Director (Canadian Surface Combatant) 

Mr. Charles McColgan, Executive Director (Defence Procurement Strategy Secretariat) 
Mr. John Gorrie, Director (Defence Procurement Strategy Secretariat) 

Ms. Michelle Cousineau, A/Director (Defence Procurement Strategy Secretariat) 

Ms. Heather Kemp de Escalante, Senior Director (Defence Procurement Strategy Secretariat) 
Ms. Catherine Milot, Junior Policy Analyst (Defence Procurement Strategy Secretariat) 
Note Taker: Mr. Andrew Laing, Policy Analyst (Defence Procurement Strategy Secretariat) 
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SCENARIO NOTE 


DEPUTY MINISTERS GOVERNANCE COMMITTEE MEETING - DEFENCE 
PROCUREMENT STRATEGY - MARCH 10, 2017 


Overview 


This scenario note is provided for the Deputy Ministers Governance Committee (DMGC) 
meeting, and the in-camera session scheduled beforehand, to take place on March 10, 2017. 


A — In Camera Meeting Core Deputy Ministers Discussion 


Core DMGC members (not central agencies or Global Affairs Canada) will participate in an in- 
camera discussion with Mr. Steve Brunton, Independent Expert Advisor on Shipbuilding. This 
discussion is scheduled for Friday, March 10, 2017, from 8:30 a.m. to 9:15 a.m., at Place du 
Portage, Phase 3, Tower A, 17A1 (Michael G. Nurse boardroom). 


An agenda is included (Tab A). 
B — DMGC Meeting 


The regular DMGC meeting will be held from 9:15am to 11:15am, in the same location. Meeting 
materials are provided (Tab B). The agenda for this meeting is as follows: 


1. Opening Remarks and Approval of the Summary of Discussion 
» Document provided (Tab 1) 


2. Master Schedule 
> Document provided (Tab 2) 


3. Supplier Engagement Strategy — Future Fighter Capability 
> For decision 
> Document provided (Tab 3) 

4. Economic Impacts of the Industrial and Technological Benefits Policy 
> For decision 
> Document provided (Tab 4) 

5. National Shipbuilding Strategy Risk Management Process 
> For decision 
> Document provided (Tab 5) 

6. DPS Project Status Report 
> Document provided (Tab 6) 
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7. Update on Consolidation of Vancouver Shipyards Program Proposal 
> For information 


> Verbal update s.21(1)(a) 
s.21(1)(b) 


s.69(1)(g) re: (a) 


9. DPS Governance 
> Forinformation 
> Document provided (Tab 9) 


10. Roundtable and Closing Remarks 


Details and key messages are provided for issues that may be raised at the meetings. 


1. Supplier Engagement Strategy — Future Fighter Capability (Tab 3) 


The Future Fighter Capability project (F FCP) is seeking to acquire a permanent replacement 
fighter aircraft fleet and associated in-service support through an open and transparent 
competition, resulting in the right aircraft at the right price that provides economic benefits to 
Canada. | 


The FFCP is expected to seek input from foreign government agencies, original equipment 
manufacturers, and Canadian industry to ensure an efficient, open and transparent competition 
process. Canada will also provide opportunities for bidders to offer feedback on draft bid 
solicitation documents to maximize competition and chances of a successful procurement. 


The FFCP is very complex and the procurement of a replacement fighter aircraft represents a 


s.21(1)(a) 
s.21(1)(b) 


Public Services and Procurement Canada is seeking DMGC approval of their suggested approach 
for supplier engagement, which will be presented to you during the meeting. The FFCP will be 
returning to DMGC at a future date to provide further updates on how Canada aims to implement 
the FFCP. 


Objectives: 
e Learn about the project objectives, risks, issues and status of the FFCP; 


e Provide your endorsement of the supplier engagement approach presented by PSPC. 
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s.21(1)(a) 
s.21(1)(b) 
s.69(1)(g) re: (a) 


Key Messages: 
e The FFC Project is a very complex undertaking. It will be important to 
ensure proper expectations’ management and communications around 
this project. | 


e Are there any lessons or strategies that can be learned from other 
countries that are in the process of procuring new fighters for their - 
respective fleets? 


2. Economic Imp acts of the Industrial and Technological Benefits Policy (Tab 4) 


The purpose of this presentation is to provide both an update on the benefits secured under | 
Canada”s industrial offset regime for defence procurement (overall and during the past year) as 
well as an overview of key initiatives and context for future decisions. 


Canada formalized its Industrial and Technological Benefits (ITB) policy in 1986, which 
requires defence contractors to invest in Canada equal to the value of their contract. Investments 
may be directly related to the procurement or indirectly benefit any sector of the economy. Since 
this policy was implemented, Canada has seen growth in its economy and various manufacturing 
and service industries across the country, increasing partnerships with small and medium sized 
enterprises, and support for innovation. 


The ITB policy was updated in 2014. Defence contracts are now awarded based on each bidder”s 
economic commitment to Canada, as described in their Value Proposition, alongside price and 
technical merit. There has been strong evidence that the Value Proposition is working (more 
commitments to Research and Development i i 1 i 
used to support Canada’s military fleets, etc). 
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s.21(1)(a) 
s.21(1)(b) 


Key Messages 


e TheITB Policy, Including Value Proposition, seems to be a powerful 
tool to benefit small and medium sized enterprises in Canada. The 
continued expansion of the marine sector should provide strong growth 
potential for these enterprises across the country. 


In fall 2016, the National Shipbuilding Strategy (NSS) Program Management Office began 
rebuilding the risk management processes that were developed in 2014. This exercise emerged as 


a result of senior management interest and concern that more consideration of risks should be 
h E 


In December, a new Risk Management Framework was approved at the Director General (DG) 
level that details a new approach to risk management, including new processes, integration with 
governance, a matrix detailing the level of responsibility, and risk level considerations. Director 
Generals also approved the Terms of Reference for a NSS Risk Management Board, which is the 
second major part of the new approach to risk management. 


Risks will be reported to ADMC and DMGC on a quarterly basis, unless a risk needs immediate 
management actions, in which case the risk will be raised at the next monthly ADMC and/or 
DMGC meeting. The role for DMs will be to review and challenge program and strategy-level 
risks and risk management on a quarterly basis, and take risk management actions, champion, 
and coordinate risk management actions on an as-needed basis. 


2017-009-00134- Scenario Note -DMGC Meeting and In-Camera Session — March 10, 2017 
Jillian Steeves, 949-9228, Jr. Policy Analyst / RG / RW / js 


000116 


Key Messages: | 
e [support these initiatives to improve how we respond to and mitigate 


program risks. This process looks sound and follows the standards for 
risk management. 


4. DPS Project Status Report (Tab 6) 


Executive Summary | 


The Executive Summary includes details on key issues and risks for the combat and non-combat 
programs of work. Details and key messages are included for projects at Vancouver Shipyards 
(VSY): | 


1. Break in Production (Gap) 
This conversation will be a pre-cursor to a more fulsome discussion at a special DMGC meeting 


currently scheduled for the end of March. 


el 


Cumulative delays 1n engineering preparation for the Offshore Oceanographic Science V 
(OOSV) have delayed its start of construction. 
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is withheld pursuant to sections 
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of the Access to Information Act 


de la Loi sur l’acces a l’information 


5. Update on Consolidation of Vancouver Shipyards Program Proposal (Tab 7) 


This will be a verbal update from PSPC regarding an item that was raised during the meeting 
with the shipyards in January 2017. During the shipyard meeting, VSY discussed the need to 
rationalize the amount of work proposals they are working through with Canada. There is 
currently over a hundred such proposals and work needs to be done to reduce them to a more 
manageable number. The verbal update will consist of a progress update and a plan forward. 


Objective 
e Receive an update on how the consolidation of Vancouver Shipyards program proposal is 
progressing. 


Key Messages | | 
e Work processes must be attacked and leaned at every opportunity. We are 
trying to build an efficient shipbuilding relationship with the yard. 


e To note — the Icebreaker RFI feedback quoted us designed, built and 
delivered vessels in 2-3 years 
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CONS: RUCTION NAVALE 


1.1.1 Objective 


The objective of the Risk Management Framework (RMF) is to provide a systematic 
approach to manage the risks and opportunities on the capital acquisition of large ships 
under the NSS. These risks' and opportunities may be manifested, from time to time, leading 
to an impact of potentially positive and negative outcomes for the NSS initiative in terms of 
schedule, budget, and requirements. While the Framework may consider in-service support 
issues on the fringe, it is centered on the capital acquisition of large federal ships under the 
NSS. 


1.1.2 Purpose 


The purpose of this RMF is to provide the NSS Program Management Office (PgMO), PSPC, 
a framework to execute an integrated” Program and Strategy-level risk management regime 
{including identifying, assessing, monitoring, and communicating) on an on-going basis. 


Note that in order to execute this framework, the NSS PgMO will need to consider the key 
outputs of risk assessment and risk management efforts conducted by individual Project 
Management Offices (PMOs) at the Project-level in developing its Program and Strategy- 
level Risk Register. 

By executing the Framework and by managing relevant Program and Strategy risks, it is 
expected that the successful implementation of the NSS and its main will be assisted, where 
the main objectives of the NSS are: | 


e Timely delivery of affordable ships to the Royal Canadian Navy and Canadian 
Coast Guard; 

e Development of a sustainable Canadian Marine Sector; and 

e Delivery of economic benefits for Canada. 


1.1.3 Outcomes 


The key outcomes of the implementation of the RMF are envisioned as avoidance of 
identified risks where possible and reduction of estimated likelihood and impact of risks 
where possible, as well as exploitation of identified opportunities where possible. These 
outcomes will only be visible over time, but the tangibility of these outcomes will be aided by 
tracking trends in risks on a monthly, quarterly, and yearly basis. Implementing the RMF will 
also contribute to a risk-informed approach toward managing the NSS. 


Risk: “the effect of uncertainty on objectives" (general) and “the expression of the likelihood and impact of an 
event with the potential to affect the achievement of an organization's objectives” (technical) - TBS Guide to 
Integrated Risk Management 


“ Integrated in the continuous, proactive, and systematic sense, and in terms of collaborating horizontally with all 
relevant stakeholders, including those from the Department of National Defence, the Canadian Coast Guard, and 
Innovation, Science and Economic Development Canada. 
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1.1.4 Outputs 


The key outputs, or products, of the implementation of the RMF are envisioned as a well- 
maintai ned Ri PE ee and a one page Dashboard, delivered ona quarterly basis, or more 


NSS PgMO wi nu also ode a quarterly Ri Sk Report. This 1 Will contai in statistics ‚from 
the Risk Register on time frame, trends, risk scores, risk miti igation strategies, Program vs. 
Strategy-level categorization, etc. The Risk Management Board Chair (see "National 
Shipbuilding Strategy Risk Management Board Terms of Reference”) will specify additional 
contents of this report from time to time as required to address the circumstance and Suppen 
the on-going presentation the NSS Governance. 


These outputs will support the Project and procurement risks that will form the narrative in 
ig ._ ng, and approval documents, such as An pans; ee de 


can also bs Gel for the annual Integrated Business P lanni se cycle for the Acquis tions 
Program. 


1.1.5 Principles 
The principles promoted by the NSS PgMO in establishing the Framework are: 


e Risk management as an ongoing process from the perspective of being proactive and 
continued monitoring, although formal assessments and tracking will be a monthly; 

e The risk management process and supporting tools will accommodate existing 
business processes, where possible; 

e Management outputs are to ensure that NSS Program and Strategy risks are 
reflected; 

e Risk information is to be shared proactively, vertically and horizontally across NSS 
departmental boundaries; 

e Risk Registers to be multi-functional and of standard content to facilitate 8 0 lis | 
various approvals, audits and knowledge transfers; 

e Risk Registers to reflect and align with Project-level risk assessments and 
management practices from the PMOs and their impact on the NSS at the Program 
and Strategy-level, but will not duplicate or add unnecessary administration; and 

e The reporting at regular frequenci es with an appropriate level of information to the 
NSS govemance. 


The NSS PgMO is committed to continuous efforts to refine and mature the RMF. The RMF 
is an iterative document to help provide an overall approach and consistency in 
communications. ` | 

1.1.6 Roles and Responsibilities 

See Annex 2.1 for a Responsibility Assi ignment Matrix. 


NSS RMF v1.0 Page 5 of 14 
| 000195 


CONSTRUCTION NAVALE 


Treasury Board Secretariat (TBS) provides Tools and Guides for Risk Management to help 
strengthen the Canadian federal public sector s integrated risk management practices. This 
RMF is designed to be consistent with the TBS's guidelines and is based on Treasury Board 
Secretariat's Guide to Integrated Risk Management and Framework for the Management of 
Risk. The Framework utilizes terminologies, definitions, and risk statements that are aligned 
with Hie TBS ene The intent of the ierg is to prod with the PWGSC Policy on Integrated 


pertain ing to ri isk . 


The intention of this risk management practice is to present analysis results in a manner 
consistent with other capital acquisition projects in the Federal Government and to facilitate 
communication among stakeholders, thereby ensuring a common and clear understanding. 


NSS PgMO acknowledges that Project-level risk management strategies are developed based 
on Projects' unique contexts and may change E extend the scope of the assessments and 
strategies, requiring broadened range of definitions and terminologies. The Framework does not 
limit sources or references of terminologies or statements to the TBS Guideline while keeping 
an alignment with these terms for the purpose of assessment and reporting at the Program and 
Strategy-level. 


Definitions, which are consistent with the documents listed above and which are used here, 
include: 


e Risk: refers to the effect of uncertainty on objectives. lt is the expression of the likelihood 
andi impact of an event with the potential to affect the achievement of an organization's 
objectives; 


e Risk — iS a o NA to ei ing t ihe best course of action under 


Asa a j result, integrated risk e reen 590 a See 9 i 5 
process to understand, manage and communicate risk from an organization-wide 
Pepe in a cohesive ana paraa manner 


* into existi ing ee pue 5 . maud ing business 
planning, decision-making and operational processes. It also ensures that the workplace 
has the capacity and tools to be innovative while protecting the public interest and 
maintaining public trust. 

e Avoid: eliminating uncertainty by removing the cause of the risk, for example changes to 
the project plan, assumptions, the sequence of construction strategy, etc. Some 
changes can be made that will not negatively impact or avoid the project to achieve its 
goals. 

e Mitigate: adjusting risk exposure by reducing the probability of the impact and 
uncertainty to an acceptable level due to the fact that some risks cannot be avoided. 
Risks are mitigated by planning and implementing staged risk reduction action plans like 
work-around plans or re-planning to minimize its probability and/or impact. Fall back 
plans with a decision point, action and costs are also included. Examples: include 
threats that will affect the critical path of the project, cause fair level of reputational 
damage, injury with lost time, etc. 
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e Transfer: allocating ownership. Generally (but not always), risks with low probability of 
occurrence, but with a high cost impact should be transferred to a third party by 
purchasing an insurance, outsourcing or establishing parinerships. However, sometimes 
the risk is partially transferred and additional actions may be required to address any 
potential residual impact that it is still considered critical if not covered in other risks. For 
example: risk of potential fire or major environment incident. The organisation could 
transfer the risk by purchasing the insurance but in some cases the insurance does not 
cover business discontinuity. Either, other insurance should be purchased or additional 
actions should be developed. Note that some risks could also be transferred to 
contractors or subcontractors by establishing milestones and penalties if milestones are 
not achieved. probability and/or impact. Fall back plans with a decision point, action and 
costs are also included. Examples: include threats that will affect the critical path of the 
project, cause fair level of reputational damage, injury with lost time, etc. 

e Accept: including the risk in the baseline with no planned mitigation or contingency 
action. The cost to mitigate the risk could be greater than the benefit of the mitigation 
could bring to the project which means that it is not worth to implement the action plan 
and the best strategy is to accept the risk and consider it in the project baseline. 
However, it is highly recommended to properly monitor and control the risk to identify 
potential changes in the risk impact that could lead to changes in the risk strategy, the 
impact could increase and the mitigation cost could be low which would justify the 
implementation of the response plan. 
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1.3.1 Program and Strateg | 

The objective of the Program and Strategy Risk Management Process is to identify, analyze 
and evaluate the NSS risks at the Program and Strategy-level, to propose treatment options 
and mitigation strategies based on risk analysis, and to communicate and review the status 
of the Risk items. 

The risk management process described below is generally consistent with the TBS Guide to 
Integrated Risk Management, the PSPC Integrated Risk Management Policy, and the 
Acquisition Program Risk Management Policy. Note that the risk management process is a 
continuous one, as the below diagram illustrates. 


a) Risk Identification 


The objective of this step is to identify key 
risks, as well as internal and external factors 
that may potentially affect the NSS and to 
clearly understand the implications of the 
identified risks and trigger points to the NSS 
as a whole. Diverse information on identified 
risks is to be input into the risk assessment 
discussion. The resources for the discussion 
include but are not limited to: 


ee — NSS Risk 
e Project risks elevated from Project risk — | Management 
review through the escalation process; | Process 


e Project contexts provided by the PMOs; 

e Feedback collected through other 
sources, such as the Project one- 
pagers, NSS governance committees, 
and lessons learned from knowledge 
and experiences of subject matter 
experts; and 

e Data collected through third party 
reports (e.g. SPAR, FMI, etc.) 


Risks are defined with a detailed description in a form of risk statement (if ^: ^ occurs, 
then the consequences could result in OR if occurs due to , then 
the consequences could result in %) and analyzed as to the nature, source, and 
type of impact. | | 


Typical tools for risk identification exercises include: 


e Brainstorming (e.g., through a Risk Workshop); 
e Audit/inspection/interview; 

e Case studies; 

e Scenario analysis; 

e Decision trees; 

e Flow charts/diagrams/tables; 
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Re 


e Hazard Identification Risk Assessments. 


This step also includes categorization of each risk with a set of pre-determined categories 
~ the TBS Guide to Risk Taxonomies deals with this part of risk management. Typical 
categorization criteria for procurement projects are: 


e Strategic versus Operational; 

e Project versus Program versus Strategy level; 

e Procurement phase: planning, procurement, negotiation, contract management; and 

e Types of risks^: business processes, capital infrastructure, communications, conflict 
of interest, financial management, governance and strategic direction, human 
resources management, information management, information technology, 
knowledge management, legal, organizational transformation and change 
management, policy development and implementation, privacy/information 
stewardship, program design and delivery (incl. approval, design, build, deliver), 
project management, political, reputational, resource management, stakeholders and 
partnerships, and values and ethics. 


b) Risk Assessment/Quantification 


Risk quantification is the step of estimating, at the very least, the probability of a risk event 
occurring and the consequence if it were to occur. 


Probability is the chance that the risk event will be actually realized. Estimated probability 
can be justified with statistical data or simulation outputs from a software or program. 
However, in practice, the estimate largely relies on precedents, experiences and opinions 
of professionals (risk workshop panels). 


Consequence measures the severity of effect when the risk event is realized (often in 
terms of financial, schedule, credibility, and objectives impact). N55 PgMO should 
consider the risk tolerance levels or/and risk cultures of various stakeholders to determine 
the consequence criteria, for example an "Impact" score ranging from 1 to 5 and Risk 
Matrix- but it is important to note that this criteria should be applied across risks in 
consistent manner. 


The product of probability and consequence is the Rating of Risk or Risk Score ~ a "Raw 
Risk Score." After considering risk response strategies, risks should be re-assessed for 
"Residual Risk Scores." 


C) Risk Response Strategy 


. Risk Response otrategy is a proposed action to prevent a risk from occurrence or 
minimize its negative impact to the ProjecUProgram/Strategy in case the risk is realized. 
The fi rst step in this exercise is to evaluate: 


e Whether the risk is avoidable; 

e Whether there is any need to act upon the risk; 

e Whether and how the impact or probability of risk occurrence can be reduced with a 
set of actions; | 

e The appropriate party (e.g., NSS PgMO, PMOs or anyone else) that can better 
manage the risk and to whom the risk can be transferred; and 

e Whether the risk has a potential for positive consequence (e.g., opportunity). 


* TBS Guide fo Risk Tuxonomies 
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Examples of consideration to be taken into account for establishing risk response 
strategies also include: | 


e Whether the risk is significant enough to take the action (in terms of probability, 
consequence or risk score): 

e The current NSS policies, principles, corporate plan or budget that allow any action to 
be taken; and | 

e H there is any net benefit of taking action against the cost associated with the action. 


Depending on these considerations, funds may be allocated to a risk mitigation plan in 
expectation that there will be a net benefit of investing in risk mitigation (i.e. the investment 
is smaller than the amount that the risk is reduced by). In practice, the Risk Management 
Board discussion will add significant value in establishing risk mitigation strategies. 
Further, it is important to elevate the risk mitigation strategies to NSS governance as 
applicable (i.e. up to ADMC) and to monitor the mitigation strategies. 


d) Risk Review and Monitoring 

This step involves the regular review of risk information to ensure that the impact of 
changing circumstances on risks is considered. It also involves the review of risk 
responses to ensure that they are effectively implemented and achieve their planned 
results. 


and monitoring risks in general, and reviewing and monitoring, more specifically: 


e Whether the right people are involved in the monitoring of risks; 

e How evolving circumstances change the nature and level of risks; 

e What progress has been made on implementing risk responses; 

e How effective risk responses are in terms of moving risks toward tolerable levels; 

s Whether the communication of risk information is of proper quality and quantity; and 
e How well risk indicators are integrated with other performance measures and 
accurately reflect the status of risk items. 


e) Risk Reporting 


appropriate levels of the organizations at the right times to support decision-making. 


At the Project-level, NSS PgMO will analyze as many of the applicable risk registers as 
possible and will also attend Project-level risk meetings from time to time. The risk 
information from these registers and meetings will often form causes or triggers or 
subsidiary risks to risks identified at the Program and Strategy-level. 


At the Program and Strategy-level, N55 PgMO will maintain an up-to-date Risk Register 


Risk Register on time frame, trends, risk scores, risk mitigation strategies, Program vs. 


Strategy-level categorization, etc. The Risk Management B 
Shipbuilding Strategy Risk Management Board Terms of Reference") will specify 
additional contents of this report from time to time as required to address the circumstance 


and support the on-going presentation the NSS Governance. 
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Information will be communicated back down to the Risk Management Board from ADMC, 
DMGC, PMC, and EGC through Records of Proceedings and direct taskings. 


1.3.2 Project Risk integration 


a) Program and Strategy-ievel Risk Register 


As a part of an integrated information exchange structure, a Program and Strategy- 
level Risk Register will be established by the NSS PgMO. Individual PMOs will be 
provided with access to and share their risk assessment information (e.g., specific 
Project risk registers and periodic risk reports) with the NSS and other PMOs. The 
format of the Program and Strategy-level Risk Register will be developed as part of the 
implementation of the RMF. An information sharing protocol will be developed to which 
all PMOs and the NSS will have access. The intention is to facilitate the risk information 
exchange between the NSS and PMOs, and minimize the PMOs effort in the 
administration. 


Administration of the Program Risk Registry 


e NSS PgMO is responsible for initiating and maintaining the Program and 
Strategy-level Risk Register. 

e NSS PgMO shares information from the Program and Strategy-level Risk 
Register with the PMOs using protocols and practices established with the 
PMOs. | 
PMOs lead on maintaining the Project Risk Registers. 

PMOs, through existing risk management practices and roles, share information 
from the Project Risk Registers with the NSS PgMO using protocols and 
practices referred to above. 


Risk would be assigned in the Risk Register and four action options will be used for 
responding to risk: transfer, mitigate, accept, and avoid. : 


Recognizing that the timing of the risk management cycle may not be aligned among 
the PMOs, the NSS PgMO, as the administrator, is to reach out to individual PMOs or 
groups of PMOs for scheduled updates. 


b) Project Risk Notification and Review Process 


With the support and information exchange through the Program and Strategy-level 
Risk Register, the NSS PgMO will be able to consolidate and review Project-level risk ` 
information and elevate the selected Project risks for further analysis to add to the 
Program-level risk assessment. The first step is to confirm the NSS PgMO's 
understanding of project risks with the PMOs and position that risk information for 
senior management review. The proposed process is as follows: 


NSS PgMO, through consultation with the PMOs and the NSS governance, establishes 
notification and review criteria to identify/select Project risks for evaluation at the 
Program and Strategy-level based on the following triggers: 
e Changes in scheduling elements, namely: publicly announced dates, cardinal 
dates, Project milestones greater than three months; 
e Changes in the Project budget or scope, or events requiring access to a 
Project's contingency; and 
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e Impact on the NSS Program objectives. 


Upon being notified by the PMO on changes to risk, the NSS PgMO reviews the 
information to gain an understanding of the nature of the change. Through consultation 
with the PMO, the NSS PgMO confirms its understandings of the risks with the PMO 
and seeks clarification when necessary. 
The NSS PgMO updates the Program and Strategy-level Risk Register, if applicable, 
and prepares briefings as required to NSS governance. 
in its role of managing the Project risk notification and review process, the NSS PgMO 
will seek to add value through its feedback to project-level risk assessments. 


c) Risk Information Consistency 

The NSS Program and Strategy-level Risk Register will accommodate information 
formats provided by PMOs. In general, to maintain consistency, the following elements 
will be recorded: 


e Risk item information including name and description in the form of a risk 
statement, and risk owner; | 

ë men of risk item including cause, trigger, consequence and impact; 
| ability of occurrence and impact, including 


any financial impact; 

Overall score and its justification; 
Treatment options and mitigation strategies 
Opportunity identification; and 

Residual risk information 


| + + ¢ 


1.3.3 Governance integration 


This RMF has advocated that NSS risk management be integrated vertically from the s 
to Strategy-level and horizontally across departments in formal governance bodies. Referr ing 
back to Section 1.2 of tnis F 


RMF, "risk management cannot be practiced effectively in si ilos.” 
The below diagram is a simple depiction of the governance integration advocated here. 
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e Responsible: those who do the work to achieve the task 

e Accountable: the one ultimately answerable for the correct and thorough completion of the 
deliverable or task, and the one who delegates the work to those responsible 

s Consulted: Those whose opinions are sought, typically subject matter experts and with whom 
there is two-way communication 

e informed: Those who are kept up-to-date on progress, often only on completion of the task or 
deliverable, and with whom there is just one-way communication 
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To ful Il the assi ge responsibilities and manage the activities pursuant to the National 
pe ilding — (NSS) Ri sk 1 Framework TN) and the Program 


General AL Comm ttee will establish a Risk Management Ë Board (RMB) to oversee the 
management of Program and Strategy-level risks to the NSS and its three main objectives, 
namely: | 
+ Timely delivery of affordable ships to the Royal Canadian Navy and Canadian Coast 
Guard; 
e Development of a sustainable Canadian Marine Sector; and 
. Delivery of economic benefits for Canada. 


These Terms of Reference are intended to summarize the role of the RMB in applying a risk 
management lens to the NSS Program and Strategy-level activities through the application of 
the NSS RMF. This is all done in expectation of enhancing the likelihood of successful ` 
attainment of each of the NSS’s three main objectives. 


Treasury Board (TB) of Canada has recognized through experience that capital projects, 
especially large and complex ones like the NSS, are subject to risks that must be formally 
managed in accordance with the following references: 

e The Framework for the Management of Risk (TB); and 

e The PWGSC Policy on Integrated Risk Management. 


Risk management for the NSS is conducted under the authority and direction of the RMB. 


| Mandate and R Responsibilit 


. The RMB has full responsibility for and authority over processes (see Annex 2.1) and activitie 
relating to NSS risk management. 


1.4 Meetings 

The NSS RMB will meet monthly or as otherwise requested by ADMC or DMGC. Meetings will 
be held in the National Capital Region. The NSS PgMO, and more specifically the NSS PgMO 
Risk Management Team, will act as the Secretariat supporting the RMB (i.e. scheduling 
meetings). 


1.5 Information Management | 

The NSS PgMO will be 6 distributing documents for meetings, maintaining version control of 
documents, and developing briefings, reports, and other documents as requested. The following 
documents will be distributed to RMB members two business days prior to a scheduled NSS 
RMB meeting: 


e Meeting agenda; | 
e Previous meeting's Record of Decisions; and 
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e Current Risk Register highlighting the new, amended, or deleted risks to be presented to 
ihe NSS RMB. 


The Board is constituted to ensure that Program and Strategy risks pertaining to the NSS are 
identified, assessed, appropriately mitigated, and appropriately communicated to relevant NSS 
stakeholders. In simple terms, Program risks refer to those which are expected to impact either 
the Combat or the Non-Combat program, but not necessarily both (or if the risk impacts both 
programs, it will impact them in materially different ways). Strategy-level risks are expected to 
impact both the Combat and the Non-Combat programs. The responsibility and accountability 
for hen acti vi reside with the RMB, with the NSS Po JMO ipei some ea ities in their 
DMGC. 
The Board wi : escalate risks to the ADMC KREN regui ired and a risks m ihe Projects | 
when required. 


Specifically, the Board will provide the following advisory functi ions and responsi ibilities with 
respect to the key elements of NSS RMF: 


e Review the Risk Register periodically (as part of this process, provide input to the 

identification, assessment and management of Program and Strategy-level risk, and 

review the completeness of the list of risks and identify any new risks which may 

materially impact the Program or Strategy): 

Review and validate the status of the top risks at every meeting; 

Conduct a thorough examination of at least one risk per meeting; 

Participate periodically in risk scoring of identified Program and Strategy risks; 

Assign OPis and develop mitigation Strategies for risks; 

Identify risks to raise to ADMC and risks to delegate to Projects; 

Provide support and direction to the NSS PgMO risk team on risk-related issues, and 

support the development and continuous improvement of risk management practices; 

and 

e Encourage and facilitate sharing of risk information and lessons learned/best practices 
among stakeholders. 


5 + e e e e 


The Chair of the RMB will provide the leadership in the management of events that could 
present substantial impact to the desired Program and Strategy-level outcomes of the NSS and 
the formulation of options to reduce the negative (risk) impact and/or to take advantage of the 
positive (opportunity) impact. 


The Chair will lead the monthly review of up to the top 10 risks and new information (updates 
and new risks) in the Risk Register and lead a deep-dive on at least one risk, with support from 
the Secretariat. The Chair will also direct the RMB to provide a monthly Program Risk 
Dashboard and Strategy Risk Dashboard to the ADMC and DMGC, and will disseminate 
feedback from the bodies to the RMB for action. 


The Secretary/Secretariat of the RMB will provide administrative support to the Chair, act as the 
coordination point for all business tabled at the RMB meetings, maintain the current the Risk 
Register and Dashboard, and prepare reports for the RMB as requested. The 


Secretary/Secretariat will provide the meeting agenda and material to be tabled at the RMB to 
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the members at least 2 business days prior to RMB meetings and record decisions and action 
items arising from each meeting. 
RMB Members are responsible to alert the Secretariat of developments associated with current ` 


risks and new risks for analysis and review by the RMB, and to provide additional agenga 
item(s) and background to the Secretary for distribution to the membership. 


daN Mem 
Standing Mem 


S nang ember — ege General, Major en Technological Benefits, ISED 
ember — Director General, Defence Procurement Secretariat, PSPC 
° Observing Member — Director, NSS PgMO, PSPC (Secretary) 


e Observing Member Risk Management Team, NSS PgMO, PSPC (Secretariat) 


> e $ e & & 
© a 

[en 

md 

= 

- 


The RMB will call upon other stakeholders to attend committee meetings, in accordance with 
the subject matter under consideration at the time. These stakeholders include but are not 
limited to: 

Procurement Directors of NSS Projects; 

Project Managers of NSS Projects; 

OS D a from Acquisitions Branch, PSPC; 

PSPC assi E Cost Analyst: 

Industry Canada representatives responsible for Value Proposition (VP) and Industrial 
& Technological Benefits (ITBs); 

Representati ves from DND's National Shipbuilding Procurement Office (NSPO) and the 
Department of Fisheries and Oceans; and | 

° Representatives from Treasury Board Secretariat (TBS). 


| € e e e ğ 


oO *. 


The RMB may also call upon other stakeholders to attend and contribute to the Board meetings, 
on a periodic basis and as the need arises. These stakeholders include but are not limited to: 
e Other Government Stakeholders; 
e Third Party Advisor(s); 
e Industry representatives; and | 
e Shipyard representative(s). | | x 
: 


' The Director pne Marine Services and Small Vessels, PSPC, and DND and CCG counterparts, will also be 
brought onto the RMB as standing members once initial large ships and combat ships risk work has been completed. 
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For full risk management procedures, please consult the NSS Risk Management Framework. 
Broadly, the risk management steps are: 
a. Risk Identification | 
The objective of this step is to identify key risks, as well as internal and external factors 
that may potentially affect the NSS and to clearly understand the implications of the 
identified risks and trigger points to the NSS as a whole. This is also includes 
characterization of each risk with a set of pre-determined categories — the TBS Guide to 
Risk Taxonomies deals with this part of risk management. | 
b. Risk Assessment/Quantificalion 
Risk quantification is the step of estimating, at the very least, the probability of a risk event 
occurring and the consequence if it were to occur. 
c. Risk Response Strategy 
Hisk Response Strategy is a proposed action to prevent a risk from occurrence or 
minimize its negative impact to the Project/Program/Strategy in case the risk is realized. 
d. Risk Review and Monitoring | 
This step involves the regular review of risk information to ensure that the impact of 
changing circumstances on risks is considered. It also involves the review of risk 
responses to ensure that they are effectively implemented and achieve their planned 
results. | 
e. Risk Reporting 
This step refers to the communication and reporting of risk information to the appropriate 
levels of the organizations at the right times to support decision-making. 
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Responsible: those who do the work to achieve the task 
Accountable: the one ultimately answerable for the correct and thorough completion of the 
deliverable or task, and the one who delegates the work to those responsible 
e Consulted: Those whose opinions are sought, typically subject matter experts and with whom 
there is two-way communication 
e informed: Those who are kept up-to-date on progress, often only on completion er the task or 
deliverable, and with whom there is just one-way communication 
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Canada Canada | 
Approved by Andy Smith 
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SCENARIO NOTE FOR THE DEPUTY MINISTER 

MEETING WITH THE DEPUTY MINISTER GOVERNANCE COMMITTEE 
(NATIONAL SHIPBUILDING STRATEGY FOCUS) - FEBRUARY 22, 2019 
Date and Location of Meeting 


The meeting will take place in the Michael Nurse Boardroom, 17 Al (Tower A), Place du Portage 
Phase III, on Friday, February 22, 2019, at 8:00 A.M. 


The meeting will begin with a short (approximately 20 minute) briefing on the Department of 
National Defence fighter jet project. 
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